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Table C. compurbon of Women-Owned Firms in 10 Largest Metropolitan Statistical Areas With Women-Owned

Firms In State: 1987

{For definiion of MSA's, ses appendix B]

Paroent MBA to Siate
MSA Firma{ Reocelpls

(number)| (51,000 Fems| Reoeipts
Angeles-Long Beach, CA PMSA . 550 621 | 31 026 855 2 ]
NL:IYG#.NVMA ................ 284 9121 29 900 920 48 58
Chioago, IL PMBA ............... - 177 067 | 13 884 278 81 88
Washington, OC-MD-VA MSA. . ... .... 00 ] 09 0
Philedelphia, PA-NJ PMSA ........... 167 302} 13 390 231 41 51
Houston, TX PMSA. ............. 200 138 13 304 958 20 20
Boston, MAPMSA ............... - 111 378 11 139 810 83 68
Dowolt, MIPMBA.................... 133 008] 7000 112 “ 83
Delias, TXPMSA. ............... 299 138 | 13 384 988 1® 20
Ansheim-Santa Ana, CAPMBA ....... 550 821 | 31 020 658 10 1

Table D. Comparieon of Women-Owned Firms in 10 Largest Countles With Women-Owned Firme in State: 1987

Firme Receipts d
County Recolpls . Stae Firme

(wmber)|  ($1,000) (rumber)]  191,000) fims| Recelpts
Los Angeles, CA ................ 16241710775 as8{Camtomils . .................... ..] o560 621]31 088885 2 35
Cook, M. eeennnnn... ST .| T0022| 7vet1t207)iNin0is................. vereneend] 1770871 12004 270 40 85
Omng®, CA....ooeeveanannn. 542307| 3208968 Caltornia................... ....] 560821] 31026885 10 "
New YO NY ..ovvrinnnrannnns S41008( 804 47TTINeW York. ......ccooninnnnennens 264 912 | 29 D00 920 1" 90
[T o S B2474| 2420478 Texss........ocvvnreenninirnns 208 138 13 984 958 18 19
San Diego, CA.......... enienes 47 450) 2201 124 |Canioia . ........ freeevaaons .| ©80821|31026888 8 7
L 40338 2226982[Texas.............. everereneee 208 138 13 204 968 1“ ”
MarioopR, AZ ........overvnnnnn-. 97407] 1900398 AMona.............. v reeeeeans 60 587| 2910 ves ] ]
R 35207| 1052997 {Washington................. .| 00208] 40880040 ") a5
0808, FL....c.coannennaens. vl 92097| 2053640[Flonde ............iiiiannnnnnn, 221 961 16 638 084 15 18
Seta Ciara, CA.......ocevveee...] 81002 1390 470)CalOmiR......evvveeennnnnnen.. 850 821 91 028 288 s 5

Table E. Comperison of Women-Owned Firms In 10 Largest Cities With Women-Owned Firme in State: 1967

City Fims| Receipts Recelpls we

{rumber) |  ($1,000) ($1,000 firma | Recelpts

New York, NY .......... cresasans 100 903 | 14 808 053 20 900 620 9 9
Los Angeles, CA . ................ 71727 4913 361 $1 028 888 18 16
Houston, TX.......ccovveniinnnss 98 174] 1 704 307 13 304 988 12 13
Chicago, IL ......... vesessisniens 20012] 340774 13 884 278 17 25
Dalles, TX....ocviireninennnannns 21787 1407 582 13 384 9468 7 11
21 338) 1000138 81 020 856 4 L]

198041 1007 008 31 028 888 4 6

Phoenix, 16676 634 450 2910 008) 27 2
Sen Antonlo, TX .......... 14 383 723 007 13 304 968 5 L
Seatlle, WA...................... 13633 6t4a08 4 000 048 18 17
Philadeiphia, PA. ........ Cesrasaen 13533 1820000 13 390 231 ] 14

F
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Women-owned firms with groes receipts of $1 million or
more accounted for 53.1 percent of the total gross receipts
but only 0.8 percent of the total number of firms. Thirty-
nine percent of the firms had gross receipts of less than $5
thousand.

WOMEN-OWNED FIRMS COMPARED TO ALL
FIRMS

Women-owned firms accounted for 30 percent of all
firms in the United States and 13.8 percent of gross
receipts. The largest portion of firms owned by women was
in services, with 38,2 percent of alt firms and 14.7 percent

4 WOMEN-OWNED BUSINESSES

of groes receipts. Women are particularly conosntrated in
socisl services, where they own 83.3 percent of al! frms
and account for 55.7 percent of groes receipts and edu-
cational services with 61.3 percent of all fims and 35.3
percent of gross receipts.

The peroentage of ali firme owned by women is directly
reisted to the receipts size of the firm. For example,
women owned 40.9 percent of the firme with receipts less
then $6,000, but only 13.5 percent of the fyms with
receipts of $1 million or more. Women owned 34.3 percent

of the firms with no paid employses but only 14.3 peroent
of the fiems with 100 employees or more.

1887 ECONOMIC CENSUSE
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Table 1. Statistics for Women-Owned Firms by Major industry Group: 1067 and 1982
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EXECUTIVE OFFICE OF THE PRESIDENT-
OFFICE OF MANAGEMENT AND BUDGET

STANDARD

. INDUSTRIAL
| CLASSIFICATION
MANUAL

1912

PREPARED BY THE STATISTICAL POLICY DIVISION
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1987 Survey of Women-Owned Businesses — /Vd'/‘ib ,,,L

Number of Firms by Four-Digit S8IC Code

8IC
code

4226
4231
4400
4411
4421
4422
4431
4441
4452
4453
4454
4459
4463
4469
4500
4510
4511
4521
4580
4582
4583
4610
4700
4712
4720
4722
4723
4742
4782
4783
4784
4789
— 4800
. : 4811
aag s 4820
4821
4830
4832
4833
4899
L"‘ﬂoo
4911
4920
4922
4924
4930
4931
4932
4939

All
tirms

s
9
1011

Level

Firms with
paid employess

116

186

w
AN WHEWLO

Td(rkw-—
Tl

Cable Ruse

8IC codes ending in "00" and "0" in this listing were not
classifiable at the 4-digit level.
these cases may fall anyvhere within the designated 2~ or
3-digit groups, respectively.

The firm counts for

@oos

14
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TRANSPORTATION AND PUBLIC UTILITIES 235

Major Group 48.—.COMMUNICATION
The Major Group as a Whole

This major group includes establishments furnishing point-to-point communication services,
whether by wire or radio, and whether intended to be received aurally or visually; and radio and
television broadeasting. Services for the exchange or recording of messages are also included.

G Industr.
No.' No

481

4811
482

4821
483

TELEPHONE COMMUNICATION (WIRE OR RADIO)

Telephone Communication (Wire or Radio)

stablishments primarily engaged in furnishing telephone communication service
by placing the parties in vocal conversation with each other. This industry includes
domestic, international, marine, mobile, and aeronautical services. Hotablishments pri-
marily engaged in providing paging and telephone answering services are classified in
Major Group 78. .

Telepbone cable service, land or sub- Telephone, wire or radio
mArine

TELEGRAPH COMMUNICATION (WIRE OR RADIO)

Telegraph Communication (Wire or Radio)

Hatablishments primarily engaged in furnishing telegraphic communtcation service by
transmitting nonvocal record communications intendeq for receipt by designated per-
sons. This industry includes domestic, international, marine, and aeronantioal services.

Radio tclogngb Telegraph, wire and radio
'l\lcgitph le service, land or sub-
marine

RADIO AND TELEVISION BROADCASTING
Radio Broadecasting

fitations primarily engaged in activities involving the dissemination by radio to the
public of aural programs (consisting of voice and music and the like). Stations en-
gaged in the sale of time for broadcast purposes, and the furnishing of program ma-
terial or service, are also included. Hstablishments primarily engaged in ¢the trans-
mission by radio, in public correspondence from point to point, of voice or record com-
munications are classified in Industries 4811 or 4821.

Radlo broadcasting stations

Television Broadcasting

Stations primarily engaged in activities involving the dissemination by radio to the
public of visual programs, consisting of moving or still objects, usually accompanied by
an mnural signal (consisting of voice and music or the like). Stations engaged in the
sle of time for broandcast purposes, and the furnishing of program material or service,
are also included.

Subac .‘ption or closed circuit television Television translator stations
Televi broadcasting stations
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236 STANDARD INDUSTRIAL CLASRIFICATION
s ogge
489 COMMUNICATION SERVICES, NOT ELSEWHERE CLASSIFIED

L—"48990 Communication Services, Not Elsewhere Classified

Hatablishments primarily engaged in providing point-to-point communication services
which do not fall within the mpeotdthermdnmdsllorm

<>y Qablevision service, rental to homes :CI:P.I‘\O,R'
S e, e '

lﬂuﬂ tions, n on and
e tnetl:.g" stations, operated o ” l‘ﬂ

s.“::m:.m-.&...m ristee "".',-':.r....,,""'"" and

Radio ng opeutod by cabd mmﬂw on & cepntract basis

™
ltoek cker service
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National Women'’s
Business Council

1992 Annual Report to
The President and Congress

EXECUTIVE
SUMMARY

This summary inoksdles the complete text of
the 7992 recommendetions to the Presklent

of these recommendations is a top prionity of
the Aetions/ Wemen’s Business Cowuncll, Ris
suppoviers, and Ns constituency of women
businsss owners.

The remainder of the report Ass been
summerized. The complete annual report, as
well 8s cepies of all heering wranscripts and
survey dute. is aveliable ot the Washington
oMo of the Ceuncll. For information on how
these may be obtained, contact:

409 3rd Street, 8.W. - Suite 7425
Washington, D.C. - 20024
(202) 205-3850 - Fax (202) 205-6825
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CAPITAL—-THE KEY TO GROWTH

Three years of Council investigations into the status of women-owned businesses left no doubt
that the foremost barrier women perceived was that of acoeas 10 capital. At every level—from
the small, home-based business operating on creativity and sheer nerve to the expanding
corporation preparing to go public—Ilack of access to adequate funding was the constant concern
and the overwhelming reason cited for failures.

The seriousness of this concern led the Council to focus this year on the problem of access to
capital, and the search for remedies to the problem. The results of our investigations led us to
change the colors of our logo to the colors of U.S. currency: It is that important.

THE PROBLEM THAT EXISTS AT EVERY LEVEL

Three levels of women-owned businesses come under Council scrutiny:

*  The start-up business or small home-based or service business that
is still struggling to establish a foothold in the marketpiace.

*  The "mezzanine"” business, established and running well, but needing
capital for growth. Recent studies have shown that the number of
woman-owned businesses in this phase is increasing at a far greater
rate than businesses in general.

* The established larger businesses, many of which are capital-
intensive, seeking major expansion funding, The number of women-
owned flrms in capital-intensive sectors grew dramatically in the
1980’s, and should continue to expand rapidly if sources of capital

The list of concerns and barriers at all three levels is strikingly similar. We therefore request
that the Congress and the new administration give this common problem—access to capital—their
immediate and most serious attention.



1992 RECOMMENDATIONS

As a result of our investigations over a three year period, an analysis of the information that has
been gathered, and our search for viable methods of removing the greatest barriers to women
business owners, the National Women's Business Council requests that the President and
Congress act immediately upon the recommendations that follow. The Council has focused on
specific areas which we have concluded will be most beneficial to the largest number of women
business owners at all three levels: start-up, mezzanine and investment-level.

DEFINITION

It is ironic that one of the barriers to development of programs facilitating access to capital for
wombuumuowmmdﬂnhmluﬂmofwom—ownedbuﬁmhcumﬂymogmud
special categories is the lack of agreement on what constitutes "woman-owned.” There is
currently no agreed-upon definition in general usage across all govemment agencies, even at the
federal level. The collection of accurate data concerning women-owned businesses has been
virtually impossible.

The Council, in response to expressions of concern from public as well as private sources, has
studied the varying definitions of women-owned businesses, and has concluded that the definition
outlined in Recommendation #1 best meets the needs of both government agencies and the
businesses affected.

BANKING

The recommended legislation dealing with banking practices outlined in Recommendation #2 is
presented as a response o the recommendations of the experts involved in the Access to Capital
Symposium as well as the testimony gathered at NWBC hearings. It will affect all women-
owned businesses, but is particularly focused on the mezzanine level businesses seeking capital.

INVESTMENT

The larger woman-owned firm is often seeking the level of capitalization generally not available
through a standard bank loan, and may not currently have access to the type of venture capital
required. Recommendation #3 deals with this problem, and is a direct result of testimony at
hearings and expert recommendations from the Symposium.

PROCUREMENT

Today, the U.S. Small Business Administration estimates that over one-third of all U.S.
businesses are woman-owned. Despite this, only 1.5% of all federal procurement dollars are
awarded to weman-owned businesses. The climination of this dramatic inequity is addressed
in Recommendation #4.







FRANCHISE AND LICENSE AGREEMENTS

In determining whether the franchisor controls, or has the power to coutrol, the
restraints relating to standardised quality, advertising, accounting format and other
provisions, impesed on a franchisee by its franchise agreement shall generally not
be comsidered, provided that the franchisee has the right to profit from Ms efforts
‘and bears the risk of less commensurate with ownership. Even though a franchisee
may not be controlied by the franchisor by virtue of such provisions in the franchise
agreement, contrel could arise through other means, such as common ownership,
common managesent or excessive restrictions upon the sale of the franchise interest.

RATIONALE

The late Gilliasn Rudd, in introducing the National Foundation for Women Business
Owners/Cognetics study of women owned businesses, stated

"The 1992 Presidential initiative to improve this country’s economic statistics omits any
mention of one of the fastest growing segments of the economy, women business owners.
Federal economic statistics are numbers that move the economy nationally and
internationally. It is vital to policy makers, the business community and researchers
that these statistics be of the highest quality and provide a true reflection of today’s
economy. To ignore women-owned businesses is to neglect one of the decade’s major
social and economic changes.”

Current data from a variety of sources indicates that an astounding growth is taking place in
women-owned businesses—that they are a far larger factor in our economy than is generally
realized, anywhere from thirty to forty per cent of all businesses in this country. Yet there
cannot be an accurate count without a generally accepted definition of what constitutes a
woman-owned business.

At both the Denver hearing on telecommunications and the Arlington, Texas hearing on high
technology, women business owners talked of their frustration in identifying and qualifying for
government set-asides and incentives to small and disadvantaged businesses. Even federal
agencies are not consistent in their definitions, and each state develops its own guidelines. The
federal government can and must set & standard for both data collection and procurement

purposes.

The Missouri Pilot Study which the Council commissioned was designed to assess the poasibility
of complete and accurate data collection regarding women-owned businesses. This study did
indeed provide a useful model for such studies which can produce accurate data on a national
level, data eagerly sought by both government and private entities. In order to complete this
study, a specific definition of "woman-owned” had to be devised. That definition is reflected
in this recommendation, and in the regulations currently being promulgated by the U.S. Small
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RECOMMENDATION #2

Stimulating
Bank Lending

In recognition of the critical role played by small businesses in the economic structure, and the
increasing importance of women-owned small businesses in that structure, we urge the President
and Congress to act to stimulate bank lending as follows:

A. The National Women'’s Business Council recommmends that the banking
regulators revise the FIRREA regulations to provide preferestial risk weighting
for those portfolio loans provided to women-owned (as deflmed In
Recommendation #1) or minority busisesses whose borrowings are greater than
the Small Business Administration’s qualified loan limits and less than the sum
of $5 million.

B. The National Women’s Business Council recommends that Congress emact the
necessary legisiation to facilitate the creation and operation of a secondary
market for securitized "small® business loans with consideration for enhanced
guarantees on loans to women and minority owned businesses.

RATIONALE

The resounding unanimity of feedback with which the National Women's Business Council was
met during the Federal Reserve-hosted Access to Capital Symposium in Washington, D.C. in
September, 1992 confirmed that the greatest barrier to woman-owned small business growth and
development is lack of access to capital. This barrier is most severe for those women business
owners who have established and grown their enterprises to reasonable proportions. They find
themselves beyond the size at which the U.S. Small Business Administration programs are
appropriate and below the size at which venture capitalists become interested. Specifically, these
are businesses whose needs for additional capital range from $1 million to $5 million.

Lending in these ranges is clearly the domain of the banking industry. It is the position of the
Nm«ulem:Bumancﬁﬂuthnkbndingmumﬂectpmdemm
mmmberedbylegalreguhﬁoryconmmswhosedeﬂmmorldnﬁnmﬁon
unattractive the inclusion of viable small business loans in the bank’s lending portfolio.



A November, IﬁMd“dﬂ-ﬂmwumm%
Ewserprise Group and Nasional Smell Business Unised reported that a s0sal of 24 percem cised

“custing reguiasions”® as the mumber ons task for the new administration and Congress, and almoss
half of these named gazing of hank regulations o improve access 10 cradie as their sop priority.

FIRREA AS A DETERRENT TO LENDING

A critical deterrent to bank lending for emerging businesses is represented in the Financial
Institutions Reform, Recovery and Enforcement Act of 1989 (FIRREA) legislation which defines
the financial health of banking institutions in terms of risk rated capital ratios. Specifically,
bmhmustalhuﬁsvﬂmbbapiulwpaﬁomofﬂurlendmgpoﬂfdiosbueduponm
perceived risk these loans represent a3 defined by the regulatory community.

At the NWBC'’s Symposium on Access to Capital, bankers testified to the dampening effect of
the FIRREA regulations on their ability to grant small business loans, particularly to women and
minorities. Changes in these regulations were cited universally as a necessary step in making
capital available to these groups.

The major recommendation to come out of this symposium involved allowing vanks to price for
risk 30 that they can make loans to women-owned businesses which often do not fit the standard
profile for traditional funding sources. (A more complete review of the results of the Access
to Capital Symposium is included in this annual report.)

One area banker’s comment was telling:

. . . and we don’t need more regulation, for god’s sake. We're
regulated to death. And if we continue to get regulation, we’re not
going to have any latitude in making independent decisions on these loan
requests.”

His remarks were backed up by another panelist, who cited banking industry

estimates that it spends more than $10 billion annually on regulatory
compliance—59 percent of the profits of the entire banking system in 1991!



SBCURITIZATION AS AN INCENTIVE TO LENDING

One of the three key problems in obtaining capital for women-owned businesses cited by the
experts at the Symposium was the lack of availability of loan sources in mid-range, between the
very small loans and the level of venture capital. Because women business owners tend to be
concentrated in small businesses with relatively low funding needs and in industries Jacking
traditional collateral (See report on the Missouri Pilot Study, Page 20) they tend to be
unattractive to lenders.

Funding the development of these and other small businesses would be greatly facilitated
through the provision of a secondary market, making capital avaliable through a national
reservoir. Asbanks attempt to meet the lending needs in their individual communities, they will
be better able to provide long term commitments to developing businesses through the
securitization of small business loans whose subsequent sile to institutional investors will free
bank capital and make additional funds available for investment in local communities.

Allowing financial institutions to operate as conduits delivering available funding to amall
businesses, without having to portfolio these loans, will not only bring more capital to
developing businesses but will mitigate the risk to the banking industry associated with non-
diversified portfolios.

RECOMMENDATION #3

Securitization of
Small Business Loans

The small business growth cycle includes a third and final stage in which the business has
evolved to the point at which its requirements for capital are insufficient to attract the attention
of venture capitalists, but beyond the level at which community banks can address these funding
needs.

The National Women’s Business Councll recommends that in enacting the previously
recommended legisiation to facilitate the creation and operation of a secondary market
for the securitization of small loans, the parameters established for defining these
loans be sufficiently broad so as to include those businesses whose asset values may
be as high as $18 million and whose annual net income may be as high as $6 million.



RATIONALE

Venture capital specialists who have participated in the Council’s recent hearings and in the
Symposium on Access to Capital have been blunt. Women-owned businesses, even those few
seeking capital at the level which might interest venture capital sources, rarely fit the profile of
the few ventures funded each year. For the larger woman-owned business, alternative financing

options must be sought.
GENDER BASED DIFFICULTIES—NON-GENDER SPECIFIC NEEDS

Women in both high technology industries and telecommunications who actually had found
funding in the $6 to $18 million range told of difficulties which seemed far beyond what should
be expected for companies with records of successful and profitable operation. At this top level
of small business as well as the start-up level, women do not fit traditional, comfortabile profiles,
and compete less successfully for scarce expansion dollars. Those who have succeeded
demonstrate remarkable tenacity as well as top level professionalism.

At earlier stages in the business growth cycle women tend to seek and achieve lower levels of
funding, and appear to succeed with less start-up and expansion money. (See the report on the
Missouri Pilot Study, Page 20, and the results of the Special Focus Groups, Page 28.) At this
stage, however, that is not possible. Financing needs of the mid-sized business seeking
capital are not gender-based—a woman-owned firm cannot get by with less.

BROADER BENEFITS

Providing funding to these businesses, whether woman-owned or not, can be a complex process.
A secondary market for loans granted to businesses in this category will provide the essential
momentum for the businesses to grow to the point of recognition in the venture capital, regional
banking and national banking arenas. This was also a recommendation of both the 1980 and
1986 White House Conference on Small Business. The benefits of small business loan
secunnnﬁonwﬂlaccmewmmnnbuam and thus to the economy as a whole.

' RECOMMENDATION #4

Federal Procurememnt
Standards

A. The Natiowal Women'’s Business Council strongly urges that Congress
mandate action by all federal ageucies to set prime and sub contracting goals
for women-owned businesses.




B. The National Women’s Business Council strongly urges Congress to expand
the current Department of Defense section 1207 set-aside suthority te the
civilian agencies that have been required by law to increase their comtracts
to women-owned businesses.

RATIONALE

Today, the U.S. Small Business Administration estimates that over one-third of all U.S.
businesses are woman-owned. Despite this, only 1.5% of all federal procurement dollars are
awarded to woman-owned businesses. This dramatic inequity is perpetuated by the lack of
legisiative mandates that specifically target women-owned businesses for assistance in eatering
the federal procurement system. The U.S. Small Business Administration has taken the lead in
interpreting the Congressional data collection requirements as a basis for requesting goals from
all federal agencies for prime and sub contracts awarded to women-owned businesses.

The Department of Transportation was until recently the gnly federal agency which designated
women as disadvantaged business owners on a par with minorities for purposes of their state
grant programs. In addition, Congress recently passed laws with language specifically including
women-owned businesses in the targets they set for small and disadvantaged business
participation. Specifically, the Department of Energy, NASA and EPA have all received these
directions, but without the tools to target women-owned businesses. In other words, the
language did not clearly include set-aside authority for women-owned businesses; the set-aside
authority these agencies have to meet these new goals is primarily under the 8(a)
program—where women are not a designated group.



A. The National Women'’s Business Councll strongly urges that Congress
mandate action by all federal agencies to set prime and sub contracting goals
for women-owned businesses.

B. The National Women’s Business Council strongly urges Congress to expand
the carrent Department of Defense section 1207 set-aside authority to the
civilian agencies that have been required by law to increase their contracts
to women-owned businesses.

RATIONALE

Today, the U.S. Small Business Administration estimates that over one-third of all U.S.
businceses are woman-owned. Despite this, only 1.5% of all federal procurement dollars are
awarded t0 woman-owned businesses. This dramatic inequity is perpetuated by the lack of
legisiative mandates that specifically target women-owned businesses for assistance in entering
the federal procurement system. The U.S. Small Business Administration has taken the lead in
interpreting the Congressional data collection requirements as a basis for requesting goals from
all federal agencies for prime and sub contracts awarded to women-owned businesses.

The Department of Transportation was until recently the only federal agency which designased
women as disadvantaged business owners on a par with minorities for purposes of their state
grast programs. In addition, Congress recently passed laws with language specifically including
women-owned businesses in the targets they set for small and disadvantaged business
participation. Specifically, the Department of Energy, NASA and EPA have all received these
directions, but without the tools to target women-owned businesses. In other words, the
language did not clearly include set-aside authority for women-owned businesses; the set-aside
authority these agencies have to meet these new goals is primarily under the 8(a)
program—where women are not a designated group.
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1992 - A YEAR OF ACHIEVEMENT

This year's recommendations to the President and Congress were based on a full program of
hearings and data collection, as summarized in the following brief report.

THE SYMPOSIUM ON
ACCESS TO CAPITAL—
SEPTEMBER, 1992

The investigations of the NWBC over the past four years have indicated that the most pervasive
barrier to success for women business owners is lack of access to capital; the Council decided
to take a hard look at the realities of the capitalization picture for women-owned businesses
today and in the future and at the same time stimulate creative thinking by the experts on
solutions to the problem.

The Access to Capital Symposium brought together experts in banking, venture capital,
microloan programs, and government and private programs with Council members, SBA
representatives and selected women business owners in a discussion designed to develop
proposals for ensuring access to capital for women business owners.

RESULTS

Symposium participants identified three specific solutions to the problem of access to capital
which they proposed for government and private sector action:

1. Changes in banking practices including more unsecured credit, allowing banks to price
for risk so they can make some of these loans, better use of contract financing and
accounts receivable funding.

2. Increase the number and types of lending pools/funds, including public/private
partnerships and joint ventures.

3. Allow banks special categories for small business loans (or high risk small businesses).

In addition, it was proposed that the Federal Reserve hold regional symposia on access to capital

in each of their regions. The Board of Governors of the Federal Reserve have agreed to host
such programs, and they are expected to commence in the third quarter of 1993.
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THE MISSOURI
PILOT STUDY

The NWBC mandste includes the review of data collection procedures and the availability of
data on women owned businesses. The lack of accurate and complete data of this type led the
Council to select as one of its major projects the completion of a research pilot which would
provide guidance to public and private sector organizations in selecting a methodology for
collecting demographic and attitudinal information on United States women business owners.

The state of Missouri was selected by the NWBC and the SBA’s Office of Economic Research

for use in this pilot test. The premise of the proposal was that creation of a reliable sample in
a typical state could then be used as a model for a national sample of women-owned businesses.

END PRODUCT/CONCLUSIONS

Two reports were produced from this investigation; a methodology report and a set of tabulations
that describe the demographic characteristics and financial history of the study participants. The
final product of the methodology portion is a manual which gives a complete picture of how the
experiment was done, along with the implications for a national study. This manual could be
handed to a statistician as established guidelines for creating an accurate sample and estimating
the cost of creating such a sample.

FINDINGS

The findings of the study are cited in detail in the Annual Report, and in depth in the Pilot Study
Report, available in the NWBC office.

The results of the State of Missouri pilot project lead the Council to place a high priority on the
following future activities:

1. That the National Women's Business Council work with the appropriate public and
private sector organizations to implement ongoing national survey research on women
business owners at regular intervals.

2. That the methodology handbook created by the National Women's Business Council pilot
study be given wide distribution in the public and private sectors to assist in the creation
of a reliable sample for national survey research.

3. That focus group, executive interviews and experimental research be considered to
further explore certain findings of both the National Women's Business Council pilot and
focus group projects, e.g., length of time in business, gender differences, access to
capital and related funding issues.
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SPECIAL FOCUS
GROUP STUDIES

g.

When the Council accepted the challenge of developing a model for accurately
women-owned businesses, they recognized that no matter how complete a pilot study
commissioned, there would be areas which could not be tested through ordinary survey research.
Examination can be done, however, through the use of focus groups which, although they do
not produce scientifically provable data, offer good insights into the range of responses
accessible through research, and can be invaluable both in analyzing data from broader studies
and in planning future narrower-based studies. '

Women business owners are no more a homogenous group than men business owners, butin
addition to specific industry, the Council finds there is one clear method of logicaily

them--into start-ups (less than five years old), mezzanine or mid-range businesses looking for
growth capital and opportunities, and successful, well-financed enterprises.

§

Businesses in the first category, start-ups, are rarely measured by the usual survey methods—
partly because they are harder to find. Some research is available on start-ups in general, but
there is no gender-specific data available, making this an ideal topic for focus group exploration.

The four focus groups were held in St. Louis and Springfield, Missouri in September, 1992.
Participants were women from a broad range of home-based, retail, wholesale, service and
agricultural businesses. Most had been in business from one to three years.

RESULTS

If the Missouri focus groups present an accurate picture, the average woman at this stage in her
business thinks of herself as a risk-taker, regrets not having done more market research, likes
the freedom and sense of self-respect she has achieved, didn’t go into this to get rich, is
concerned about financing growth and thinks the SBA has very little to offer. She sees
traditional male operating styles as the barrier to progress in the workplace, and attracting,
recruiting and keeping reliable employees as the biggest problem in running her business.

Previous studies of women-owned businesses appear to show women starting with much lower
levels of funding and expanding more slowly. Obviously lack of access to capital is the primary
reason for this, but in this focus group as well as in other investigations there appears to be a
difference not in attitude toward business or ambition, but in terms of gxpeciations. Women
entrepreneurs appear to set lower goals, and have lower income expectations and lower
estimations of funding needed for start-up or expansion. Further study should be done to assess
this pattern.

13



DIRECTORY OF STATE PROGRAMS TO
ASSIST WOMEN BUSINESS OWNERS

Although the Office of Women's Business Ownership at SBA and the National Association of
Women'’s Business Advocates NAWBA) had gathered some information, there had never been
a complete directory of state programs, set-asides and services for women business owners. The
Council completed the research for such a directory, the first edition of which was published in
1992 with the cooperation of NAWBA and Entrepreneur Magazine.

To obtain copies of or information concerning the directory, contact:

Melody Borchers, President

National Association of Women's Business Advocates
¢/o Ohio Department of Development

777 South High Street

Columbus, Ohio 43266-0101

WOMEN ENTREPRENEURS IN
TELECOMMUNICATIONS—
DENVER, MARCH, 1992

The Council met in Denver on March 16, 1992 to explore opportunities for women in the
telecommunications industry. They heard testimony from business owners, financial experts,
govemment officials, academics and others involved in the telecommunications industry. The
following is a brief summary of the testimony.

Telecommunications offers women the opportunity to participate as equals in an integrated
industry. Unlike traditional male-dominated sectors of the economy, this rapidly expanding
industry offers abundant opportunity for anyone with the ideas, products and skills to build a
business. Many women are bypassing the management "glass ceiling” by moving directly into
ownership in one of the many telecommunications fields.
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